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ABSTRACT 

This thesis is a study of the integrative management technique of 
Management by Objectives and its application to problems of naval 
communications management, career development and training that 
are of concern to the headquarters level of naval communications. As 
part of this study, a pilot Management by Objectives implementation 
project was conducted at the U. S. Naval Communications Station 
San Francisco, based in part on a computer simulation model developed 
for the naval communications environment. The project was designed 
to examine implementation problems unique to the communications 
environment, and to assist in developing key objectives for operational 
and personnel management of the Communications Department. Prob- 
lems of the implementation and results obtained are discussed, includ- 
ing recommendations for further study to fully assess the contributions 
Management by Objectives can make to naval communications. 



2 



TABLE OF CONTENTS 



I. INTRODUCTION 6 

A. PROBLEMS FACING NAVAL COMMUNICATIONS 6 

B. APPLICATION OF MANAGEMENT BY 

OBJECTIVES 9 

C. SCOPE OF STUDY 14 

II. REVIEW OF MANAGEMENT BY OBJECTIVES 17 

A. MANAGEMENT BY OBJECTIVES CONCEPT 17 

B. REPRESENTATIVE MANAGEMENT BY 

OBJECTIVES PROCESS 19 

C. IMPORTANCE OF OBJECTIVES 24 

D. ANALYSIS AND CRITICISMS OF MANAGEMENT 

BY OBJECTIVES 29 

III. DEVELOPMENT OF IMPLEMENTATION PROCEDURE 38 

A. DESCRIPTION OF COMMUNICATIONS STATION 

ORGANIZATION 38 

B. INITIALLY PLANNED IMPLEMENTATION 

PROCEDURE 41 

C. USE OF MBO ADVISORS - 42 

D. DESIGN OF IMPLEMENTATION PROCEDURE 44 

E. COMPUTER SIMULATION MODEL 45 

IV. IMPLEMENTATION PROCEDURE USED 58 

A. MEASUREMENT OF INCREASED MANAGERIAL 

EFFECTIVENESS 58 

B. COMMAND INDOCTRINATION AND PROJECT 

ACCEPTANCE 61 



3 



\ 



C. DISCUSSION OF PROCEDURES USED 



64 



V. EVALUATION AND RECOMMENDATIONS 75 

A. RESULTS OF MBO PROJECT 75 

B. DISCUSSION OF IMPLEMENTATION PROBLEMS 

ENCOUNTERED-- 78 

C. OVERALL EVALUATION OF STUDY- 81 

D. RECOMMENDATIONS 83 

APPENDIX A ASSESSMENT CENTER TECHNIQUE 85 

APPENDIX B LIST OF REPRESENTATIVE COMPANIES 

USING MANAGEMENT BY OBJECTIVES 94 

APPENDIX C MANAGEMENT GUIDE PROCEDURES 96 

APPENDIX D COMMUNICATIONS DEPARTMENT 

MANAGEMENT BY OBJECTIVES HANDOUT 98 

APPENDIX E COMPUTER SIMULATION MODEL 

ASSUMPTIONS 108 

COMPUTER PROGRAM 115 

BIBLIOGRAPHY 126 

INITIAL DISTRIBUTION LIST 134 

FORM DD 1473 136 



4 



ACKNOWLEDGEMENT 



The time and effort given by the personnel of the U. S. Naval 
Communications Station San Francisco in support of this study 
is gratefully acknowledged. We hope they gained as much from their 
exposure to Management by Objectives as we, as students of Com- 
munications Management, gained from our exposure to naval 
communications . 



5 



I. INTRODUCTION 



It must be remembered that there is nothing more 
difficult to plan, more doubtful of success, nor 
more dangerous to manage, than the creation of a 
new system. For the initiator has the enmity of 
all who would profit by the preservation of the old 
institutions and merely lukewarm defenders in 
those who would gain by the new ones. 

Machiavelli, THE PRINCE ( 15 13) 



The purpose of this study is to examine current management and 
operational problems affecting naval communications and to analyze 
the management by objectives technique as a means for solving these 
problems. The first section discusses these problems and the applica- 
tion of management by objectives as an analytical and problem-solving 
method. 



A. PROBLEMS FACING NAVAL COMMUNICATIONS 

Present technology and projected future communications require- 
ments and available resources have predicated needs for extensive 
automation and consolidation of a majority of naval communications 
facilities. We feel this will necessarily require a re-evaluation of 
current operational and administrative goals as they apply to 



1 

This was the focus of an article in the January 1970 issue of 
Signal magazine, the publication of the Armed Forces Communications 
and Electronics Association, by RADM F. J. Fitzpatrick, USN, then 
Commander Naval Communications Command. 
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maintaining an effective and efficient naval communications system 
of the future. 

This situation is complicated by a reduction in personnel strengths 

in across-the-board cuts as the Navy moves into a "leaner, trimmer" 

2 

post-Vietnam posture. 

Additional losses in naval communications personnel strength 

are anticipated due to an unusually high number of civilian employees 

eligible for retirement simultaneously over the next few years. In 

an address before the Senior Line Managers Institute (of the Office 

of Civilian Manpower and Management), on 15 December 1971, Rear 

Admiral Samuel L. Gravely, Commander, Naval Communications 

Command, voiced his concern over this situation: 

With our career civilians, as with our officer and 
enlisted personnel, we are deeply concerned about 
the necessity for maintaining an adequate reservoir 
of talent to meet predictable future needs. Again, 
this extends to all levels of civilian effort, but it is 
particularly pressing in the Communications Spe- 
cialist and Communications - Elect ronics fields at 
the GS-9 through GS-15 levels. For example-- 
within the next three years, some 18 percent of the 
civilian Communications Specialists now working 



2 

From an address by Vice Admiral D. H. Bagley, USN, Chief of 
Naval Personnel, before the worldwide Civilian Personnel Officers 
Conference, 29 September 1972, on the topic of the future of the Navy 
Personnel Structure, both military and civilian. James E. Johnson, 
Assistant Secretary of the Navy (Manpower and Reserve Affairs) 
addressed this situation and supports VADM Bagley*s remarks on the 
personnel structure of the immediate future. 
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for the Naval Communications Command will be 
eligible for retirement. Within the next five 
years, the figure will rise to 42 percent. And ^ 
within the next ten years it will rise to 78 percent. 

Maintaining an adequate reservoir for filling future manpower needs 

is critically dependent upon personnel development and training. 

The recognition of these and additional organizational and tech- 
nical problems affecting naval communications was formally presented 
in the report from the Chief of Naval Operations 1 (CNO) Industry 
Advisory Committee on Telecommunications (CIACT), delivered to 
Admiral Elmo Zumwalt, CNO, on 26 July 1972. This report followed 
a full year of intensive effort by the CIACT group. Briefly, this 
report states that in the face of proven technology and current 
requirements: 

. . . the Navy’s challenge in the telecommunications field is to: 

1. Organize properly; 

2. Develop and train the necessary professionals; 

3. Develop and implement an overall plan; ^ 

4. Raise the annual investment to an adequate level. 

The CIACT report designated ten major areas of naval commun : ;a- 
tions requiring improvements. The two of most concern here are 
improvements in (1) general organization and management and (2) 
career development and training. 



3 

From an address by Rear Admiral Samuel L. Gravely, "Manage- 
ment and the Motivation of People in the Naval Communications 
Command", reprinted in Civilian Manpower and Management, Spring/ 
Summer, 1972, p. 2-3. 

4 

Gravely, S. L. , Jr. , Rear Admiral, USN, "From the Com- 
mander, " Naval Communications Bulletin, No. 123, p. 1. 
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B. APPLICATION OF MANAGEMENT BY OBJECTIVES 



In brief, Management by Objectives (MBO) is best described 
as a proces s : 

whereby the superior and subordinate managers of 
an organization jointly identify its common goals, 
define each individual's major area of responsibility 
in terms of the results expected of him, and use 
these measures as guides for operating the unit and 
assessing the contributions of each of its members. 

MBO centers on the motivation of the individual to do his best to 
help accomplish the overall objectives of the organization. It is this 
involvement in the act of management that elicits responsible action 
from people, as noted in Humble [ 1970]. With effective consultation 
and review, individual achievement is acknowledged, thus providing 
the motivation for continued efforts towards successful achievement 
and acceptance of more challenging tasks. An important part of the 
process is a well-defined work performance review method. Having 
mutually determined the performance objectives of the subordinate, 
the superior has available the guidelines necessary to evaluate his 
subordinate's accomplishments. 

Although the overall goal of MBO is to achieve organization 
objectives by improving managerial performance, several valuable 
spin-offs result from the implementation and continuing process of 
MBO. Briefly, these provide for: 



Odiorne, G. S. , Management by Objectives, p. 55-56, 
Pitman, 1965. 
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1. Measuring and judging performance objectively; 

Z. Relating individual performance to organizational 
objectives; 

3. Clarifying both the job to be done and the expecta- 
tions of accomplishment; 

4. Fostering the increasing competence and develop- 
ment of the subordinate; 

5. Enhancing communications between superior and 
subordinate; 

6. Serving as a basis for judgments about salary, 
rewards and promotion; 

7. Stimulating the subordinate’s motivation; and 

8. Serving as a device for organizational control and 
integration. ^ 

In many instances these products themselves have become the 
mainstay and focal point of MBO, in separate applications, reflect- 
ing the flexibility and far reaching effects of this management 
process . 

It is the premise of this thesis that the MBO concept appears 
especially suited to provide an integrated approach to solving naval 
communications problems. Its procedure of critical analysis of 
organizational and unit objectives, problems and areas of improveme t 
can result in task force and individual responsibilities to secure 
planned results and improvements. Operational, technical and 
personnel communications requirements can be approached using 



^Although these eight items follow generally those suggested 
by Levinson [1970], they represent a general common thread 
found in much of the MBO literature [Humble, 1970; Odiorne, 1965; 
Reddin, 1970; and Schleh, 1961]. 
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Key Results Analysis to examine management jobs (and responsibil- 
ities) and to establish or strengthen existing operational performance 
standards, control information and authority relationships. These 
factors are integrated through the joint performance and potential 
reviews of the MBO process between the manager and his superior. 

It is this step which we feel enhances planning for managerial succes- 
sion and identification of proven performers needed to fill personnel 
gaps. In turn this would strengthen the personnel continuity required 
during the rapid evolution planned for future communications develop- 
ments. Joint performance and potential reviews would improve 
individual management development as well as provide for a specific 
career advancement program for the communications specialist. 

We feel that an additional justification of an MBO approach to 
the problems discussed earlier is the recent interest by the Bureau 
of Naval Personnel in obtaining a more objective and useful evaluation 
of Naval Officers. This feeling was gained during a review of the 
current instruction, ''Report on the Fitness of Officers", BUPERS 
INSTRUCTION 1611. 12, issued by the Bureau of Naval Personnel on 
20 March 1972. Included in this instruction are changes to the 



Key Result Analysis is a specific term used by Humble [1970] 
to describe the process used by a manager to analyze the main 
purpose of his job, his position with the organization, his respon- 
sibilities, and limits of authority. This will be covered in detail 
in a later section. 
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reporting procedures designed to improve the evaluation of Naval 
Officers by (1) facilitating more effective communications between 
the reporting senior (appraisor) and the decision groups for advance- 
ment and assignment, and (2) to make the subject officer more aware 
of the basis upon which he is being evaluated. For example, section 
4-11 d. , indicated as a change to the previous instruction, states: 

In order to foster a concept of "management by objectives n , 
reporting seniors should seek to establish with each and 
every subordinate mutually understood finite objectives 
for which the subordinate will be held accountable. Sub- 
sequent fitness reports should then contain comment upon 
the degree of attainment of each such objective. 

Additionally, an experimental Officer ’'Appraisal' 1 Form is 

g 

presently being evaluated by the Center For Naval Analysis. It 
contains specific aspects of performance evaluation by superiors 
dealing with itemized areas of an officer’s abilities as ’’Goal Setting 
and Achievement" and "Subo rdinate Development and Management". 

We feel, however, that decisions for advancement of personnel 
as part of a personnel development program require information not 
completely provided by the MBO process nor any existing management 



g 

A number of these experimental Officer Fitness Report Forms 
have been circulated for evaluation as proposed by the Center for 
Naval Analysis (CNA) in its memorandum 1897-72, dated 8 December 
1972, "Proposed New Officer Performance Evaluation System". 

It must be noted that this is only a trial program and may not survive 
final evaluation, but it is an indication of the interest in developing 
a more realistic and objective evaluation. 
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procedure in use by the Navy. It is an additional premise of this 
thesis that a separate personnel assessment technique is a logical 
distinction from, but a necessary fo]low_on to, the MBO process. 
MBO purportedly provides the objectivity and feedback necessary 
to appraise and evaluate performance [Mali, 1972], but does it 
provide the information necessary to properly consider advancements 
and promotion? We agree with Odiorne [1965] that MBO: 

. . . cannot appraise and completely identify potential. 

The system deals only with performance on the present 

job. Appraisal of potential must be done separately. 9 

It has been shown conclusively by Dunnette [1966] and Kelly [1967] 
that different types of jobs or levels within one job functional area 
often require different behavior or personal requirements. Thus, 
personnel appraisal based on past performance can lead to wrong 
decisions in job advancement. 

Sufficient interest in improving selection techniques for staffing 
higher management positions from within the organization has been 
generated by several Navy offices. The issuance of Secretary of the 
Navy Notice 12412 of 26 April 1972, and Naval Material Instruction 
12412. 1, both pertaining to "Civilian Executive Development" within 
the Navy, are two examples. These references pertain to finding 
solutions to the same problem of gaps in the personnel ranks as 
outlined by Rear Admiral Gravely. 

^Odiorne, op. cit. , p. 180. 
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Pari of the background research for this MBO study pursued 
extensively the Assessment Center technique as a supplement 
to MBO, continuing where Odiorne feels MBO stops. The Assess- 
ment Center technique is a program for assessing job behaviors in 
personnel recommended for advancement that relate to those job 
behaviors required in the positions to which they may be advanced. 

The result of MBO followed by the Assessment Center is visualized 
as a combination of personnel management procedures which develops 
and objectively identifies proven performers, then critically and 
effectively assesses those performers for higher managerial positions 
requiring different job behavior requirements that may not have been 
necessary or visible in the previous position. Appendix A continues 
this argument and provides additional background on the Assessment 
Center technique. 

C. SCOPE OF THE STUDY 

It was felt that an evaluation of MBO in relation to the factors 
as presented in Sections A and B above would serve as a useful study 
to the Navy and for ourselves as Communications Management Sub- 
specialists , 

We approached the study by conducting a thorough review of the 
MBO literature available. This included analyzing the concept from 
a naval communications environment viewpoint and in terms of its 
value and application in solving the problems of naval communications 
as we envision them. 
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We began to solidify the sUidy as we worked with advisors on the 
faculty of the Naval Postgraduate School, Monterey, California, who 
were involved in a pilot MBO implementation project at the Naval 
Supply and Regional Finance Centers in San Diego, California. The 
Naval Communications Station San Francisco, located on Rough and 
Ready Island, Stockton, California, was selected for a pilot study as 
the closest site and because of its operational importance in the 
naval communications network. 

The final form of the pilot study at the communications station 
was structured to accomplish three main objectives: 

1. To implement an MBO system within the time frame 
available, examining implementation problems 
particular to the communications station environment. 

2. To assess as accurately as possible the results of 
MBO as implemented and to assist with the develop- 
ment of key objectives for operational and personnel 
management of the communications station. 

3. To gain an insight into naval communications functions 
and organization for our own professional development 
as Communications Management Subspecialists . 

The unfortunate weakness of attempting this pilot project was 
that as advisors for the MBO implementation, we could only visit 
Stockton one day of each week because of the distance involved and 
the requirement to attend our regular classes. This is hardly an 
ideal situation, according to Humble [ 1970], because of the importance 
of insuring enthusiasm and continuity to the daily process of the MBO 
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routine during the sensitive stages of introduction and implementation. 



We have attempted to address the effects of this situation in Part V 
of the thesis in our evaluation of the study. 
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II. REVIEW OF MANAGEMENT BY OBJECTIVES 



In this section we review the concept and development of MBO 
as it has been applied to various organizations with’ similar problems 
as those we believe are also facing naval communications. Specific 
emphasis on the analysis and criticisms of the MBO process is 
presented to illustrate its depth and magnitude in influencing an 
organization’s activities. 

A. MANAGEMENT BY OBJECTIVES CONCEPT 

According to Mali [1972], the concept of MBO was first presented 
in 1954 in a chapter from Drucker’s The Practice of Management, 
titled n The Objectives of a Business. " ^ Drucker sought to show 
that by integrating the individual’s needs with the company’s there 
would result a more motivated and company -oriented employee. 
Schleh, borrowing from presentations of other management thinkers, 
developed a '‘cohesive philosophy of management" which he called 
"results management" and presented this philosophy in his book 
Management b y Results [Schleh, 1961]. Schleh focused his concept 
on the relationship between the supervisor and employee, using the 
theme that all management must be looked at from a grass-roots 

^Drucker, P. F. , The Practice of Management, p. 62-65, 
126-129, Harper h Row, 1954. 
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approach that focuses on what must be accomplished at the bottom 
level of an enterprise" [Schleh, 1961]. Later, in 1964, Drucker 
sought to crystalize his concept of participative management by 
focusing on the economic - inputs versus outputs - of managing 
in his book Managing for Results [Drucker, 1964], 

During those ten years management specialists and consultants, 
such as Odiorne and Humble, began systematically developing the 
concept of MBO and directing its application towards specific use 
in many business fields. MBC is currently in operation in a variety 
of industrial organizations. A list of representative firms is con- 
tained in Appendix B. 

Presently there are many other writers and practicing man- 

| 

agerial consultants in the MBO field. Much of their work has been 
influenced not only by Drucker, Odiorne and Humble, but also by 
the basic works of such management theorists as Likert and 
McGregor. Likert's "linking pin" concept which is based on the 
principles of supportive relationships derived from recognition of 
the worth of human resources and the value of participative manage- 
ment [Likert, 1961], and McGregor's influence to recognize the 
need of performance appraisal to consider the subordinate as an 
active agent rather than a passive object if management development 
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is to be meaningful [McGregor, 1957], ^ are very visible in the 
principles of MBO. 

B. REPRESENTATIVE MANAGEMENT BY OBJECTIVES PROCESS 

Except for slight variations in team approach use, the following 
representative process is similar to that suggested in Humble's book 
Management by Objectives in Action [1970], We have listed the actual 
steps of the MBO process that would follow the introduction and 
training phase of MBO during a typical implementation of the program 
into an organization. 

1. Re-evaluate the organization's objectives. 

To do this calls for a critical look inside the organization 
to assess the reasons for its existence, what it is that the organiza- 
tion does, what its plans are, what direction it must go to meet 
those plans (considering external influences) and to establish broad 
objectives that support this assessment. Factors which supply 
strength or weakness to the overall effectiveness of the organizatior 
are considered. This re-evaluation is carried out at the highest 
level of the organization or unit by those top managers in overall 
control. Examples of objectives which might result from this step: 



^One of the most complete and up-to-date bibliographies on 
MBO is contained in W. T. Reddin' s book Effective Management 
by Objectives: the 3-D Method, McGraw-Hill, New York, 1971. 
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maintain share of the market at 15 percent 



increase return on investment by 3 percent over last 
year's 10 percent 

meet federal environmental pollution standards by 
1975 

consolidate overseas holdings to four major sites 
by 1976 

implement fully automated facilities at each major 
coastal entry point by 1974. 

2. Discuss objectives at middle management level. 

Once broad objectives are established, the middle managers 
meet with top management to discuss the objectives as they apply 
to the middle managers' functional areas. They insure that the 
objectives they develop themselves are in line with and support the 
broad overall objectives. The team approach is recommended at 
this level to insure coordination between managers and clarity of 
individual responsibilities as they apply to overall objectives. 

These two steps may vary considerably depending on the 
nature of the activity and the level at which MBO is being applied. 

For example, in implementing MBO at the top of a large organiza- 
tion, it may have been determined that productivity may be adversely 
affected by a loss of a key overseas raw materials source. This 
would require a different level of assessment and direction of plan- 
ning than in an MBO application aimed at the receiving and shipping 
department of a retailing firm suffering an abundance of customer 
complaints about lost, late or damaged deliveries. 
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3. Creating the individual manager’s objectives 

The manager, with the assistance of the MBO advisor, 
begins developing his individual objectives by using a procedure 
known as Key Results Analysis [Humble, 1970]. Key results analysis 
(KRA) is a useful way to get the manager to analyze his key tasks 
(which support the objectives derived in steps 3 and 4), performance 
standards, and control information. This analysis requires the man- 

t 

ager to consider the main purpose of his job (what his job function is), 
his position in the organization, scope of his job, his personal 
activities, and limits of authority. This reevaluation of the man- 
ager’s job through KRA is primarily done because normal job 
definitions are usually too long and too general, describe activities 
rather than results and may be obsolete, at least in part. Two 
forms, the Job Analysis Sheet and Key Result Areas Sheet are 
used by Humble as the means for documenting the results of the 
KRA. Together these two forms comprise the Management Guide 
and are the only paperwork necessary in the MBO process. There 
is normally only one Job Analysis Sheet and as many Key Result 
Area Sheets as are required to document the major responsibilities 
of the manager. Refer to Appendix C for a detailed description of 
the Management Guide. 
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4. Conducting the Initial Performance Review 

Having completed his Management Guide, the manager meets 
with his supervisor to discuss the manager's objectives. This 
provides the opportunity for frank and open discussions of the 
manager's personal objectives and views in relation to those of the 
organization. The superior provides guidance in meshing the 
manager’s personal and company objectives. When both agree to 
language and content of the management guide, the manager’s per- 
formance can be assessed objectively when reviewing the guide at 
a later pre-set date. 

5. Conducting the follow-up reviews 

After the initial review, the manager and his superior 
meet at regular intervals to assess the manager's objectives. 

This provides an opportunity to change or establish new objectives, 
and to provide an opportunity to discuss job improvements rec- 
ommended by the manager. 

We believe almost every MBO program should contain these 
steps with variations in the introduction and implementation phase 
suited to the organization. Even with the different emphasis and 
points of view observed throughout the literature, Reddin [1971] 
indicates that common key elements in MBO as a system can be 
identified in most applications and discussions. He lists these 
elements as they have been interpreted and actually applied in 
industry: 
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Objectives Established for Positions: MBO is based 

squarely on setting objectives for managerial 
positions . 

Use of Joint Objectives Settings: Most MBO systems 

employ some kind of joint objective setting. Both 
superior and subordinate participate in the objective- 
setting process. 

Linking of Objectives: Some form of linking of objec- 

tives is part of all MBO systems, e. g. , if marketing 
has an objective of selling 100, 000 units, production 
has an objective of producing 100, 000 units. 

Emphasis on Measurement and Control: If an objec- 

tive cannot be measured, its attainment cannot be 
known. If an objective cannot be subject to control, 
it is simply a prediction and not an objective. How- 
ever, few systems go as far as to say, ’If you can’t 
measure it, forget it’. 

Establishment of a Review and Recycle System: All 

MBO systems have some form of review of progress 
toward objectives, some action is taken, and then 
new objectives are set for the next period. The 
review is always between the superior and the 
subordinate. 

High Superior Involvement: Most MBO systems in- 

volve the superior more than the subordinate. 

High Staff Support in Early Stages: Few organiza- 

tions are so well designed to have managers so 
well trained that MBO can be put in without train- 
ed staff support. ^ 

These elements represent the common thread in MBO and can be 
observed in most applications as indicated to us throughout the 
literature. 



1 p 

Reddin, W. J. , Effective Management By Objectives: The 
3-D Method of MBO , p. 13-15, McGraw-Hill, 1971. 
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In our study of the communications station, we felt that Humble's 
emphasis on taking a fresh look at the organization as a whole and 
examining the reasons for its existence [Humble, 1970] would 
provide the best approach for implementing MBO. 

C. IMPORTANCE OF OBJECTIVES 

It is important to discuss objectives in more detail because they 
represent the focal point of the MBO process. They are not well 
understood and are misused by many managers and, according to 
Reddin [1971], even by some MBO writers. Quite often targets or 
goals used by managers are described with words or phrases such 
as "reasonable, " "adequate, " "minimum delay, " "maximum effec- 
tiveness", "prompt, " "occasional, " "with only minor errors, " 
[Reddin, 1971; Humble/BNA Films, 1970]. This kind of language 
does not constitute workable targets since the language does not 
allow measurements. An objective is a target only to the extent that 
it can be clearly perceived and measured. By using quantitative 
measurements, e. g. , in the form of ratios, or other specific 
measurements such as quality, cost and time, only then are 
meaningful objectives possible. 

D. REVIEW OF SELECTED MANAGEMENT BY OBJECTIVES 

APPLICATIONS 

The literature reveals that MBO is functioning successfully in 
a variety of commercial (industrial) organizations, covering s\ich 
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activities as manufacturing, processing, research and development 
and services (Appendix B). Several examples of such applications 
are reviewed in this section to illustrate the wide range of applicability 
of MBO. 

From an application in a manufacturing and merchandizing firm 
of tableware the following results were observed from company 
personnel: 

Frankly, when management by objectives was first put 
over, people were afraid it was a critical measurement 
rather than an aid. The job analysis followed by the 
setting of objectives got rid of the grey edges of activity. 

It exposed a lot of weaknesses in the managers, myself 
included, but also showed our strengths; mainly that it 
was really possible to control one's operation knowing 
exactly what was happening and what progress we were 
making on a daily basis. ^ 

Looking at a different application, the results of applying MBO 
in a research and development activity indicated that few of the ideas 
or suggestions arising from the application are new. According to 
Humble [ 1 9 7 0 ] , the reason that they have not been applied before in 
the R & D case is that although most everyone is aware of these ideas, 
they are not that simple to apply, needing both time and collective 
willingness and concentration. Heavy pressures from the top for 
progress on the job results in difficulties in getting people to define 
precisely what the job consists of, how it is to be done and who is to 



Humble, J. W. , (Ed. ), Management by Objectives in Action, 
p. 84, McGraw-Hill, 1970. 
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do what. The application of MBO, in this instance, introduced 

systematic thought and direction to the R & D activity: 

It has been found that, in practice, it does make the 
individual think through his job and show him opportu- 
nities for improvement, as well as providing him with 
a better understanding of how his tasks relate to others. 

It gives an individual ideas of how to help the members 
of his team to be more effective. Further, it provides 
an opportunity to try to relate performance standards 
to overall objectives, especially in the sense that it 
sharpens up the criteria of acceptance of work into an 
R and D department, the definition of the customer of 
the work, and by what standards the customer will be 
satisfied with the results achieved. Above all, it is 
important to realize that success in R and D is depend- 
ent on people --on their intellectual capability, on 
their appreciation of objectives, and on their behavior 
as a working group. The main conclusion to be drawn 
is the need for a greater awareness of the importance 
of information and events leading to the decisions to 
proceed to the next stage of work rather than in the 
mechanistic efficiency of doing the work. ^ 

By contrast, MBO has experienced practical problems in some 
applications due, for example, to a decline in enthusiasm and failure 
to use the whole program cycle. Tosi and Carroll's [1970] empirical 
study based on in-depth interviews with 48 managers of a large 
manufacturing firm illustrates this problem. The interrelationship 
between satisfaction with MBO and the feedback areas of the review 
process is shown to be statistically very high, with correlations of 
r = . 42. When the complete MBO cycle was accomplished with 
thorough reviews, managerial satisfaction with MBO was high, but 



14 Ibid. , p. 122-123. 
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when the reviews were considered weak or were incomplete, satisfac 



tion with MBO dropped significantly. There was a pressing need 
exhibited on the managers' part for feedback - to "know where they 
stood 11 - which had not occurred due to poor or infrequent reviews. 
Tosi and Carroll feel that the full benefit of MBO did not occur, 
which might have, had the planning and review cycle been completed. 

Another interesting application of MBO is that pursued by the 
Pacific Telephone and Telegraph Company. In discussion with one 
of its personnel officers, it was learned that the application of MBO 
is left to the decision of the Regional Manager. The actual figure is 
unknown but it is estimated that a majority of these managers are 
using MBO at their level of the organization (middle management). 

Additionally, it was learned that Pacific Telephone uses the 
Assessment Center technique (Appendix A) for recommending and 
selecting personnel to higher managerial levels in conjunction with 
the objective performance appraisal element of MBO. 

The three MBO applications in government or military organiza- 
tions that were covered in the literature discuss programs in the 
Royal Naval Supply and Transport Service (RNSTS) of the Ministry 
of Defense (British Royal Navy) [Humble, 1970], the Career Manage- 
ment and Planning Branch of the Office of Civilian Manpower and 
Management (OCMM) [Cirillo, 1968], and the Naval Supply Center, 
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San Diego, of the Naval Material Command (still in the implementation 
stage). 

All three of these MBO applications deal with civilian middle 
and top level managerial levels in non- operational activities. As 
applied to a supply operation, the RNSTS MBO program has been 
considered fairly successful from both the operational (savings and 
efficiency) and personnel (training, development and morale) areas 
[Humble, 1970]. It had been implemented on a team basis to provide 
a new set of unit objectives at various levels for further break down 
into individual manager key areas of responsibility. 

The OCMM MBO program was largely confined to only a few 
managers at the top management level (GS-15 and up) emphasizing 
planning and broad program objectives [Cirillo, 1968]. 

The San Diego program known as project PUMP - Personnel 
Upward Mobility Program - involves a combination of both MBO 
and "Group Appraisal” techniques combined to provide a Manage- 
ment Development Program for the Naval Regional Finance Center 
and the Naval Supply Center. The program has several objectives, 
one of which is to strengthen the line organization in such matters 
as communication and efficiency through greater understanding 
between adjacent levels of supervision and alignment of individual 

■^Elster, R. S. , W. Githens and G. Musgrave, "Personnel 
Development and Evaluation System”, U. S. Naval Postgraduate 
School, Technical Report, Forthcoming. 
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goals with organizational goals. Part of the theory behind PUMP 
is that it will motivate and develop lower level managers within 
the Supply Corps civilian ranks to fill the unusually large numbers 
of vacancies that are anticipated when a large percentage of senior 
civilian managers reach retirement age at approximately the same 
time. This is a similar problem as outlined by Rear Admiral Gravely 
in the introduction of this thesis. 

D. ANALYSIS AND CRITICISMS OF MANAGEMENT BY 
OBJECTIVES 

Acceptance of MBO is not automatic. This section examines 
some of the reasons for the resistance and the misunderstandings 
which MBO systems have encountered and offers some suggestions 
to remedy the problems. 

Excessive Paperwork. Often too much paperwork is generated 
in documenting the MBO process by overzealous managers to the 
detriment of the program acceptance at lower levels [Raia, 1969; 

Tosi and Carroll, 1968]. This is contrary to the procedures 
explained by Humble and others who assert that a minimum amount 
of paperwork or documentation is necessary. Representative 
procedures recommended by Humble and Reddin require only one 
document to record objectives and their associated standards and 
control information. Only two copies are needed between superior 
and subordinate and extra copies will simply fill files [Reddin, 1971]. 
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Difficulty in Setting Staff Objectives, Both Oberg [ 1972] and Gill 



and Molander [ 1970] state that it is difficult to arrive at acceptable 
objectives for staff members. This is because staff results often 
depend on the cooperation of line managers and supervisors, thus 
indicating the difficulty in measuring an individual's performance in 
areas he cannot control directly. Levinson [ 1 9 T 0 ] supports this 
argument from the impact of social and organizational factors and 
states that the more a man’s effectiveness depends on what other 
people do, the less he himself can be held responsible for the outcome 
of his efforts. However, MBO can provide the staff member the 
opportunity to visualize his function more clearly and measure his 
contributions to the organization [McConkey, 1972], It just takes 
more effort. As McConkey illustrates, structuring staff objectives 
differently from line objectives in terms of number, length, time, 
and number of progress reviews will result in more meaningful 
objectives. For example, a staff member may have a greater number 
of objectives than a line manager because of the multiplicity of 
accountabilities within the staff position [McConkey, 1972]. By 
associating these accountabilities by project or function and identify- 
ing any relationship to specific line areas, the staff member can 
participate in joint line-staff discussions on objectives and know 
exactly where he stands. 
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Suboptimization. Although this is one problem MBO is designed 



to prevent, it reportedly occurs in MBO programs according to 
Levinson, Raia and others. Suboptimization refers to pursuing one 
goal at the expense of another of equal or greater importance. 
Suboptimization in an MBO process comes from an overemphasis 
on production or measurement of goals resulting in quality of perform- 
ance losing out to quantification [Levinson, 1970; Raia, 1969; and 
Tosi and Carroll, 1968], and when short term goals become det- 
rimental to long term profitability because rewards encourage individ- 
ual achievement now rather than in some distant future [Gill and 
Molander, 1970]. These two instances occur, however, because the 
basic elements of MBO have been neglected. In the first case, 
production goals (quantity) were not tied in with quality assurance 
goals indicating that a thorough analysis of the entire production 
process had not been conducted or possibly its relation to causes for 
loss of sales had not been examined. In the second case, short term 
goals were obviously not developed from long range objectives for 
profitability, otherwise the long range objectives would have been 
met as the short term were completed. Rewards for achieving 
objectives (short or long term) are necessarily independent from 
the time element of objectives if the periodic reviews are held 
regularly and progress can be measured objectively at those 
reviews . 
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Lack of Inter-Manager Cooperation. It is felt by some that 



precise defining of objectives in the MBO process leads to stifling 

of cooperation in multifunctional ideas and to intergroup competition. 

That is to say that objectives 

. . . are set on a managerial - subordinate basis with 
little reference to the targets which are set for other 
managers or those which are laid down as organiza- 
tional objectives. 10 

This leaves some critics to believe that both the processes of setting 
objectives and the appraisal review offer little towards development 
of teamwork between departments which in turn lessens control of 
the organization [Levinson, 1970]. 

The problem here is mainly one of using MBO to force the 
organization structure and interpersonal relationships into only a 
one-on-one basis while ignoring the proven ability of MBO for getting 
individuals coordinated into a unity of action [Mali, 1972]. When 
functional roles or interdepartmental activity within an organization 
are necessarily interdependent and closely related, and we submit 
that this is the most common case, then it should follow that objectives 
must be set on a group basis [Gill and Molander, 1970; Gellerman, 
1968; Levinson, 1970]. Setting objectives by relevant groups of 
subordinates in conjunction with their superior clarifies the 

l^Gill, J. and Molander, C. F. , n Beyond Management 
By Objectives, M Personnel Management, July 1970, p. 18-20. 



32 



responsibility of each individual. In the same manner, the superior's 
own objectives could be set on the same basis [Gill and Molander, 
1970]. This argument is supported by March and Simon in the 
development of their hypothesis on perceived goalsharing: 

1. The greater the extent to which goals are 
perceived as shared among members of a 
group, the stronger the propensity of the 
individual to identify with the group. 

2. The stronger the propensity of the individual 
to identify with the group, the less the amount 
of competition between the members of a group 
and an individual. ^ 

Reddin [1971] supports the group or team approach in all MBO 
applications in order to gain clarity of individual responsibilities. 

Quantifying Goals Stifles Individual Self-Control. Forcing 
subordinates to quantify goals defeats the purpose of MBO by not 
allowing them to exercise self-control [ivancevich, et al, 1970] and 
once objectives are set, little is left for areas of discretion [Levinson, 
1970]. However, while it is sometimes difficult to set precise objec- 
tives, an objective is only useful if its attainment is measurable. 
Conversely, if it is not measurable, it is impossible to determine 
whether the objective has been reached [Reddin, 1971]. Actually, 
this criticism misses the point of MBO completely, because according 
to Drucker [1954], the greatest advantage of managing by objectives 

1 7 

March, J. G. and Simon, H. A. t , Organizations, p. 66, 

John Wiley h Sons, 1958. 
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is the personal involvement of the subordinate in goal setting which 
actually allows him to exhibit self-control over his own performance. 

Objectivity Cannot be Mai ntained in Rating . Gellerman, in his 
book Management by Motivation [1968], considers it difficult to be 
objective in rating an individual. Part of his argument is that objec- 
tives or goals cannot be set well enough to measure an individual's 
performance, a point which has been discussed in the previous 
paragraph. Mainly, he sees the problem as a conflict between the 
immediate needs of the rater's job (i. e. , rating) and the long range 
interest of the organization because often the rater insures his own 
success by attempting to motivate the ratee by overrating his perform- 
ance rather than measuring his work objectively [Gellerman, 1968]. 
Levinson supports this position, believing that objectivity is a "vain 
plea" because every subordinate is tied directly to his superior's 
efforts to achieve his own goals and thus the subordinate will be 
appraised on how well he supports his superior [Levinson, 1970]. 

Through proper implementation, MBO addresses the relation- 
ship between "rating" (the evaluation of individual pdrformance) and 
"managing" through the performance appraisal phase. There should 
be no conflict if the supervisor has agreed, during the objectives 
setting phase, that what the subordinate is accountable for supports 
those objectives of the supervisor and the organization in an accurate 
and meaningful way [Mali, 1972]. As a rater, he then enjoys the 
opportunity to use resultant, accurate data as the basis for his 
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appraisal. Motivation is assured when the rater enjoys participation 
in and commitment to those performance requirements in which he is 
involved, and not when receiving an inflated rating, which he knows 
to be false. 

Organizational versus Individual Needs. The one obvious stress 

point in the entire MBO process is the relationship between individual 

and organizational goals. Just how sensitive does the organization 

have to be towards the individual's needs? Levinson states that 

.... to place consideration of the managers' personal 
objectives first does not minimize the importance of 
the organization's goals. It does not mean there is 
anything wrong with the organization's need to increase 
its return on investment, its size, its productivity or 
its other goals . ■* ^ 

Levinson focuses the responsibility of bringing the two sides together 
squarely on the organization with the first step being that of under- 
standing the individual's needs and then, with him, assuring how they 
can be achieved while in pursuit of the or ganization' s needs. Much 
of the success attributed to a working MBO system rests on the 
accomplishment of aligning the needs of the individual with the 
organization's [Mali, 1972]. McGregor suggests that a proper role 
for the superior is: 

helping the subordinate relate his career planning to 
the needs and realities of the organization. In the 
discussions (on objective setting) the boss can use 
his knowledge of the organization to help the 



18 t • tj 

Levinson, H. , 

Business Review, p. 



"Management by Whose Objectives? " Harvard 
125-134, July-August 1970. 
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subordinate establish targets and methods for achiev- 
ing them which will (a) lead to increased knowledge 
and skill, (b) contribute to organizational objectives, 
and (c) test the subordinate's appraisal of himself. 
This is help which the subordinate wants. He knows 
well that the rewards and satisfaction he seeks from 
his career as a manager depend on his contribution to 
organizational objectives. He is also aware that the 
superior knows more completely than he what is 
required for success in this organization and under 
this boss. The superior, then, is the person who can 
help him test the soundness of his goals and his plans 
for achieving them. 19 



Summary. The vast majority of the authors read realize 
some of the difficulties highlighted in this section do exist, yet feel 
the effort required to overcome them is well worth it to gain the 
advantages MBO brings to an organization. 

The recent trends in industry and government towards more 
effective management of the human resources have led to many 
changes. ^ As a catalyst for change, MBO appears as a fulcrum for 
any turnabout of management philosophy. Blau [Litterer, 1969] 
comes closest in placing his finger on the central issue when he say 
that evaluation on the basis of standards that specify results to be 



^McGregor, D. , An Uneasy Look at Performance Appraisal, M 
Harvard B usiness Review, p. 89-94, May - June 1957. 

^Optimizing Human Resources, Addis on- Wesley Publishing 
Co., (1971) edited by Lippitt. This and Bidwell, is an excellent 
collection of readings on human resources development that 
highlights the change in orientation of personnel management to 
meet the trends in society and the needs of changing organizations. 
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accomplished "constrains M employees to discipline themselves and 
eliminates close supervision. Many of the problems discussed above 
occur due to a lack of understanding of the philosophy behind the MBO 
process. In introducing the concept of MBO Drucker emphasized 
this point and cautioned awareness of these problems. His concern 
was that MBO has far reaching effects and may produce undesirable 
changes through insufficient awareness of this fact. Mali states 
that the companies that have had successful results with the strategy 
of MBO overcame similar difficulties encountered above because 
their supervisors and managers were not only fully aware of the 
MBO rationale and procedure, but also willing to put forth the effort 
and time needed to make it work [Mali, 1972]. 

Any movement towards an objectives -oriented system most 
likely constitutes a fundamental change in managerial orientation and 
style which may also call for alterations within the organization 
[Tosi and Carroll, 1968]. Gill and Molander support this view and 
suggest that: 

MBO is best placed in context if regarded as one of a 
number of useful analytical techniques whereby the 
organization might take a good look at itself. Any 
claim that it may have to be a recipe for complete 
success in itself is almost certainly too optimistic 
a view. ^ ^ 



2 1 

Gill, J. , and Molander, C. F. , op cit. , p. 20. 
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